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i4 Veovaary 13952
Memorandum for: _he Lirector

subject: “enate Investigating Committee's
inveatigation oi Certam §dpecis of
Poreign Trade.

_ 1. The Lenate Investigating subcam nittee of the Cummittee on
Government Uperations, headed »y Senstor fcCarthy, plans (o aaves-
tigate certain aspecis of foreign irade. They propose to limil this .
mvestigation to the China trade and related shipping probleros, par-
ticularly those involving the Greek shipping cartel,

2. The staff of the Subcomuniitee has held a meeting with ivir.
r.enneth Hansen, &cting Deputy Administraior for smutual Defence
isontrol in the Cifice of the Lirector for Mutaal decuriiy and Cheir-
r:an of the L DAC Steering Group. The stafi pointed out that they
were interested in the muaritime administration aspects of the China
shipping problem in so {ar as therc were loans outstanding on verivus
ships in tha¢ irade which were {lying Greex, Fanamanian and other
tlags. In connection with the Greel: shipping certel tie up, they wish
to look into the relationships of the groaps headed by Niarchos,
nassis and | avanos, :

3. In addition to the above, ihe {ommiilee desires clagsified
#nd unclassified information regarding all vessels which during 1951
and 1952 touched the Communist Chinese and North ~ourean poris,
including the Treaty Toris, together with the dates, ports of untry,
cargo ownership and flag, and also mcluding any pictures taken of
such vessels on the high seas,in < hina walers or in the ports them-
selves. 7This latter request has olss been passed on 1o the Uefense
Uepartment for handling.

4. xather than have the Usminitise staif and members running
through the individual agencies concerred :n this work, #r. hansen
has suggested an arrangement whkich appears to e acceptable whereby
all requests for this material and the replies thereto be cocrdinated
through LDAC and his office. He will then forward to the Committee
the information supplied m reply to Comnmitiee requesis Lot will leave
tn each individual azency the problen of clmtmm?mwfsrwar%ed
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aaterial and the holding back of specific infarmation.

5. It is opviocus from the above that much informat:on which
wuuld be forwarded by Y DAC {romn Htate, -Jefense, Commerce and
the Vutual Security agency itself must be ipunded upon Cli sources,

| This presents an important security problem not

only because of the lack of clearance of some members of the Com-
mittee staff but also because of the unpredictability of sore of the
wommittee members, and in particular Jeaator Mclarthy himseli.

v hile it is agreed that the Committee is tc respect classifications
and to hold prelimminary hearings in ixecutive Session, scbsecuent
sessions will be made public, ant we have no guaraniee as to the
maintenance of security if it should appear to be palitically expedient
to call public atiention to ceriain aspects cf {his work,

t2. Y hile Mr, Stassen is planning to do all in his power to pro-
tect sensitive information, it is faelt that this entire matter should be
drawn to the attention of the Naticnal becurity Courneil in view of their
directive to (1A regarding the release of classified informatiun, as
well as the international policy decisions involved., sAmong the particu-

in agdition, therc 18 sorme ihought

that the T.ommitiee may get into the problem of smuggling in the
“yukyus and the ¢uestion of which ships are carrying rubber from
{.eylon to China. '

7. In addition to the McCarthy Cominittee investigation, the
Senate Interstate » foreign Cormmmerce (ommittee, headed by Senator
lovey, is8 alsu looking into "ithe duties and responsibilities of the
Jepartment of {.ommerce in the field of foreign commerce ani inter-
national trade, including & reappraisal »f the sffectiveness of mmeasures
and efforis instituted by Governument agencies {0 conirol the snipment or
tracsshipment of cxported materials to forzign courtiries.'’ While there
is some indication that their initial invesiigation may be channelad soleiv
towards Germany and Lasi-¥ est trade, they have asked both the Ueiense
Department and the Navy for assistance, and these syencies are suggesi-
ing that the T ocbey requests also be channeled through EQDAC,

&, It is recommended thay this matter be discussed
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with appropriate officials of the Nationsl szcurity Council and the

V hite House legislative staff with the thought that the President may
wish fo take it up with the Senate leadership in order to limit severely
the amount of classified information, particularly from CIA sources,
which will be made available to these committees,

Walter L., Florzgheimer
lL.egisiative Counsel

OGC:WLPforzheimer/blc
1 - DD/A

1 - DD/I
| - Stayback
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Senate Committee on Government
wperations

Permanent Subcommittee on Investigations

P . )

Joseph R. McCarthy, Wis., Chairman

Karl £, Mundt, S. Dak. John I.. McClellan, Ark.
Everett M. Dirksen, Ill. Henry M, Jackson, “Wash.
Charles E. Potter, Mich. Stuart Symington, Mo,
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